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According to recent reports from various economic institutions in Central America, the economies
of the five common-market countries Costa Rica, El Salvador, Guatemala, Honduras, and Nicaragua
are expected to recover substantially this year from the economic slump registered in 1996. Last
year, most of the Central American economies reported a sharp slowdown in growth. Among other
factors, strict monetary and fiscal policies, adverse weather conditions, and poor world prices for
coffee and other export products contributed to the drop in regional output (see NotiCen, 01/30/97)

Region to grow by two percentage-points
In early April, however, the Secretaria de Integracion Economica Centroamericana (SIECA)
published a new report Centroamerica: perspectivas economicas para 1997 that predicts a marked
jump in growth in nearly all the isthmian nations. In Costa Rica, which slipped into depression last
year, SIECA predicts a 2% expansion of GDP this year, up from 0.5% in 1996.
El Salvador's GDP is expected to climb by about 4% this year, compared with 3.5% in 1996. In
Guatemala, SIECA predicts a 4% rate of expansion, up from 3% in 1996. And in Honduras, the
GDP is expected to grow by 4%, compared with a 3.5% growth rate last year. In contrast, growth in
Nicaragua is expected to slow slightly this year, but that country will still register the highest rate of
expansion in the region. SIECA predicts a 5% growth rate in 1997, down from about 5.5% in 1996.
A separate report by El Salvador's Banco Central de Reserva (BCR), released in early May, estimates
that the average regional growth rate of the five common-market countries will increase by two
percentage points compared with 1996, climbing from 2.6% to 4.6%. The BCR also predicts nearly
a four percentage-point drop in average regional inflation, with the rate for 1997 expected to reach
10.6% by year-end, down from an average 14.1% in 1996. The BCR says that the isthmian countries
are benefitting from their efforts to improve public finances and cut fiscal deficits during 1996, which
is greatly contributing to the downward tendency in prices.
According to the BCR, the fiscal deficit is stabilizing at a regional average of about 3.7% this year.
Boom in coffee prices brings huge hike in export income A variety of factors have contributed
to this year's economic recovery, including a marked jump in foreign aid and investment in
some countries, such as El Salvador, Guatemala, and Costa Rica. A central factor in nearly all the
countries, however, is an unexpected surge in income from coffee exports. Since the beginning of
the year, international coffee prices have skyrocketed, largely because of record shortages on the
world market (see NotiCen, 03/13/97).
On May 2, coffee for July delivery reached US$2.30 per pound on the New York Coffee, Sugar, and
Cocoa Exchange, about double the price registered in early January and the highest level since 1994.
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Most Central American countries did not expect to benefit much from rising prices earlier in the
year because they had sold much of this year's crop by February. But the current record prices have
encouraged exporters to sell off nearly all their stock, bringing in substantial profits. Honduras, for
example, earned US$285 million from coffee exports in the first quarter, up from US$114 million
in the same period in 1996. By September, when all the country's stock is sold, authorities estimate
income will reach more than US$350 million. Guatemala reports US$548 million in coffee income
from January-April, representing a US$286 million jump compared with the same period last year.
[Sources: El Tiempo (Honduras), 03/27/97, 04/04/97, 04/08/97; Spanish news service EFE, Diario de
Hoy (El Salvador), 04/08/97; New York Times, 04/10/97, 04/17/97, 04/19/97, 04/26/97, 05/02/97; Reuter,
05/02/97; Prensa Grafica (El Salvador), 03/15/97, 05/02/97, 05/03/97; Prensa Libre (Guatemala),
03/22/97, 05/05/97; Notimex, 05/07/97]
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